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Our  Business 


'.The' May  Department  Stores  Company,  orie  of  j 
the' nation’s-  leading  retailers7:operates  depart---'  - 
.  -men't-stores,  discount  stores  and  catalog  's.Hbw^~ 
...room ’stores',  deveiops.and  manages  real  estate  *  ' 

.  faciliti6sl(  primarily  regional  shopping  centers) 

•  and  owns  a  trading, stamp  business:  Located  in 
'47  metropolitan  areas  Across  the  United  States, . 
May  stores/ a  lid  their  employees  serve  the  mer-. 

■'  chaiidise  needs  of 'about  67,000,000 'Americans. ' 
.May’s  diversified  operations  include: 

'  ll  department  stbrecompanies  'with  118  stores  in 
many  of  the-  largest'  trading  areas  in-the  United  ■■ 
-States.  Eacfi.dornpany' is  solidly  entrenched  ■ .  ■  - 

in  its  market; ''Its  stores  are  community  institu¬ 
tions,  leaders',  in  fashion,  quality,  .value  and  . 
customer  "service,  operating1  under  well  estab- 
dished,  highly  respected  names:  May  Co:;  . 

■  .-California;  The -Hecht  Co.,  \Vashifigton*Bal.  timore; 

Famous-Barr  Co.-,.'St. L6uis;JKaufmann’s,  P'itts- 
-  burgh;'  The  May  Co.,  Cleveland ; .'Meier  &  Frank, 

’  Oregon;-G.,  Fox  •&' Co.,  Hartford;  The  M;  O’Neil  .  . 

'  Co".',' Akron ; 'May—  D&F,-  Colorado ;>  Strouss’,;.-  ’ 
Youngstown:  ancd  May-Cohens,  Florida.. 

"27  Venture  discount  stores. in  three. States,' in- 
eluding  eleven  in  .tlie.St." Louis  area','  six  in-the- 

■  '.Kansas  City  area,  and.eight  ih  tiie  Chicago  area. '  : 
Venture  opened'  its  first  store;  in  1970  and  has. 

:  established  itself  as  an  aggressive,  quality  .. '  .  ; 
-discount  chain.  •{ .  • 


'  70  Consumers  Distributing  Company  catalog 

■  showrooms'located  in,  Northern  .California  (San  . 

'  Francisco-. Bay  area,  Sacramento  and  SanJose)  "'  ^ 

and  the  Greater  New  York  area  (.Connecticut,  New 
.  .Yqrk  and  New  Jersey).  Customers  select  sharply.'. 

.  priced,  nationally -advertised  brand-merchandise -. 

.  from  an  attractive  catalog,  write -their  order,' and 

■  pre  served  efficiently.-  •  ■  '.  '  ’  .V 


17;regfonal  shopping  centers,  (eleven  wholly- 
owned  and  six  owned  in  partnership  with  others).  ■ 

•  Each  center  contains  a  May  departnient.store,-ancl 
was  developed ;'and  is  currently  operated  by-May  ■ 
Shopping  Centers:  May  Shopping  Centers  also,  : 
manages,  as  a' joint  venture,  the  large 'Parklabrea 
.  commercial  and  Residential  development  in  ; 

Los  Angeles’..  -  .  ;  ;  ;  " 

Eagle  Stamp  Company.  The-secorid  oldest  and  "■ 
one  of  the  largest  and  most  successful  oLthe  -  : 
-trading  stamp.corhpanies  in  the  United  States,  ' 
Eagle  Stamp  operates  in  St.  Louis,  Cleveland, 
'..Youngstown,  and  Colorado  Springs:  Eagle 
.  stamps  are  redeemable- at  May-department  y  ■/.  . 
stores  in  these  areas,  -as  well  !as  at  supermarkets 
and  thousands  of  other  participating  retailers. 
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Financial  Highlights 

1977 

1976 

Operating  Results 

Sales  and  revenues 

S  2,370,281 

$  2,184,884 

Sales  and  revenues  %  increase 

8.5% 

:  8.4% 

Earnings  before  income  taxes 

S  164,354 

$  138,002 

Net  earnings 

83,963 

69,209 

Net  earnings  %  increase 

21.3% 

4.0% 

Net  earnings  %  of  sales  and  revenues 

3.5% 

3.2% 

Return  on  common  stockholders’  beginning  equity 

14.5% 

12.9% 

Stockholder  Data 

Earnings  per  common  share 

S  3.71 

$  3.05 

Dividends  per  common  share 

1.15 

1.10% 

Book  value  per  common  share 

28.10 

25.51 

Number  of  stockholders 

33,600 

31,800 

Number  of  shares  outstanding 

22,242,287 

22,302,368 

Financial  Position 

Accounts  and  notes  receivable,  net 

8  519,049 

$  472,030 

Merchandise  inventories 

298,353 

271,584 

Long-term  debt: 

Real  estate  and  finance  subsidiaries 

296,808 

301,356 

Parent  company 

151,168 

110,804 

Capitalized  lease  obligations 

42,311 

41,441 

Common  stockholdei's’  equity 

625,095 

568,980 

Number  of  Stores  and  Shopping  Centers 

Department  stores 

118 

113 

Venture  discount  stores 

27 

24 

Consumers  Distributing  catalog  showroom  stores 

70 

68 

Shopping  centers 

17 

16 

Dollars  in  thousands,  except  per  share  data 
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To  Our  Stockholders: 


1977  was  a  year  of  solid  achievement  for  your 
company,  with  record  sales  and  earnings.  Sales 
and  revenues  were  $2,370,281,000,  up  8.5%  over 

1976.  Earnings  were  $83,963,000,  a  $14,754,000 
increase  over  last  year’s  record  of  $69,209,000. 
Earnings  per  share  were  $3.71,  a  21.6%  increase 
over  1976  earnings  per  share  of  $3.05.  The  Board 
of  Directors  has  increased  the  annual  common 
stock  dividend  to  $1.28  from  $1.16  per  share, 
effective  with  the  June,  1978  dividend.  This 
follows  increases  in  the  dividend  rate  in  June, 

1976  and  June,  1977. 

Department  Stores 

Department  stores  accounted  for  81%  of  total  vol¬ 
ume  and  87%  of  operating  earnings  in  1977. 
Department  store  sales  were  $1,914,057,000,  an 
increase  of  6.7%  over  1976.  Store-for-store  sales, 
excluding  the  effect  of  new  stores,  were  up  4.1%. 
In  the  final  quarter  of  1977,  store-for-store 
sales  increased  by  5.9%,  a  level  more  consistent 
with  our  1978  objective.  Operating  earnings,  be¬ 
fore  interest,  income  taxes  and  central  expenses, 
were  $  183,228,000,  an  increase  of  $25,484,000 
over  operating  earnings  of  $157,744,000  in  1976. 

Gross  margin  increased  almost  one  percentage 
point  through  a  corporate-wide  program  of  gross 
margin  intensification.  Increasing  gross  margin 
again  is  a  key  objective  for  1978,  to  be  accom¬ 
plished  by  strengthening  our  fashion  leadership 
position,  improving  initial  markon,  and  enhancing 
our  merchandise  mix,  including  emphasis  on  the 
profitable  sectors  of  the  home  furnishings 
business. 

Through  hard  work  and  dedication  to  im¬ 
proved  productivity,  our  company  managements 
were  able  to  contain  the  upward  pressure  on 
expenses,  and  maintained  expense  ratios  to  sales 
at  essentially  last  year’s  level.  To  repeat  this 
achievement  in  1978,  our  organization  will  face  a 
difficult  challenge,  but  through  a  continued  effort 
to  improve  productivity  and  efficiency,  we  hope 


to  be  able  to  meet  our  objective  of  holding  our 
expense  ratios. 

In  1977  we  opened  five  new  stores  and 
expanded  two,  adding  713,000  square  feet  to  our 
department  store  companies. 

Venture  Discount  Stores 

Venture  discount  stores  accounted  for  15%)  of 

total  volume  and  {)%  of  operating  earnings  in 

1977.  Venture  sales  were  $344,118,000,  an 
increase  of  17.8%  over  1976.  Store-for-store  sales 
were  up  5.S%  over  1976.  Operating  earnings 
were  $19,619,000,  an  increase  of  $7,485,000  over 
$12,134,000  in  1976.  In  an  extremely  competitive 
environment,  Venture  management  achieved 
substantial  improvements  in  operating  results 
in  1977  through  corrections  to  last  year’s  short¬ 
fall,  aggressive  merchandising  and  advertising, 
and  tight  management  control  of  expenses. 

We  have  recently  announced  a  preliminary 
agreement  to  lease  19  stores  previously  operated 
by  the  Turn*Style  division  of  Jewel  Companies, 
Inc.  Ten  of  these  stores,  which  are  in  the 
Chicago  metropolitan  area,  will  become  a  part  of 
the  Venture  operation  later  in  1978,  as  will  one 
additional  store  in  Decatur,  Illinois.  Venture  will 
also  open,  as  soon  as  construction  and 
operational  requirements  permit,  two  former 
Turn*Style  stores  in  Davenport,  Iowa  and 
Moline,  Illinois.  The  six  stores  remaining  will 
either  be  added  to  Venture  or  become  part  of  our 
real  estate  operations.  Acquisition  of  the  ten 
Chicago  Turn*Style  stores,  plus  two  Venture 
stores  already  scheduled  for  opening  in  Chicago 
this  year,  will  accelerate  to  1978  our  previously 
announced  plans  to  have  20  Venture  stores  in 
Chicago  by  1980  and  will  strengthen  Venture’s 
position  for  continued  expansion.  By  the  end  of 

1978,  Venture  will  have  41  stores  in  a  regional 
market  reaching  from  Chicago  to  Kansas  City, 
forming  a  solid  base  for  the  future  growth  of  this 
dynamic  part  of  our  business. 
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Consumers  Distributing 

Consumers  Distributing  catalog  showroom  sales 
were  $97,234,000  in  1977,  an  increase  of  13.4% 
over  1976.  Store-for-store  sales  were  up  3.4%  over 
1976.  The  operating  loss  of  $549,000  compares 
with  operating  earnings  of  $996,000  in  1976. 
While  Consumers  Distributing  has  not  yet  been 
able  to  achieve  a  satisfactory  profit  return,  it  has 
had  good  customer  acceptance,  and  we  are 
exploring  ways  to  improve  its  profitability. 

May  Shopping  Centers 

May  Shopping  Centers  realized  operating  earn¬ 
ings  of  $9,276,000  in  1977,  an  increase  of  $531,000 
or  6.1%  over  1976.  Rental  revenues  of  wholly- 
owned  centers  rose  to  $14,872,000  compared  with 
$13,938,000  in  1976.  May  Centers  opened  our 
17th  regional  shopping  center  in  1977. 

Future  Outlook 

We  are  optimistic  about  the  potential  for  con¬ 
tinued  improvement  in  sales  and  earnings  for  the 
full  year  1978.  The  basic  factors  underlying  the 
growth  of  the  economy  are  still  strong.  The  Con¬ 
tinuity  and  greater  experience  of  our  company 
managements  will  contribute  to  further  improve¬ 
ment  in  our  operations  in  the  years  ahead. 

Building  on  our  existing  businesses  and 
management  strengths,  we  expect  to  achieve 
by  1980  sales  of  $3  billion  and  earnings  of  $100 
million  with  a  return  on  equity  in  the  15%  range. 
Our  conservative  financial  position  will  support 
projected  capital  expenditures  of  $640  million 
over  the  five  years  1978  to  1982  to  improve 
existing  stores  and  carry  out  a  planned  25% 
expansion  of  our  retail  space,  the  addition  of 
seven  regional  shopping  centers,  and  the  expan¬ 
sion  of  three  centers.  We  are  also  placing  strong 
emphasis  on  the  development  of  long-range 
plans  and  strategies  to  broaden  the  Company’s 
retail  base  consistent  with  our  managerial  and 
financial  strengths. 


Board  of  Directors 

New  additions  to  our  Board  of  Directors  in 
February,  1978  were  J.S.  Webb,  executive  vice 
president  and  director  of  TRW  Inc.  and 
general  manager  of  TRW  Electronics;  Murray 
L.  Weidenbaum,  director  of  the  Center  for  the 
Study  of  American  Business  and  Mallinckrodt 
Distinguished  University  Professor,  Washington 
University;  and  Henry  A.  Lay,  executive  vice 
president,  real  estate  and  improvements,  who 
was  also  appointed  a  member  of  the  Board’s 
Executive  Committee.  The  addition  of  Messrs. 
Webb  and  Weidenbaum  will  further  increase  the 
proportion  of  outside  directors  on  our  Board. 

We  express  our  appreciation  to  Bernard  W. 
Schiro  who  retired  from  the  Board  in  1977  after 
six  years  of  Board  service,  as  well  as  to 
Samuel  M.  Hecht  and  Jack  L.  Meier  who  will 
retire  from  the  Board  at  the  expiration  of  their 
present  terms  in  June,  1978  after  19  years  and  13 
years  of  Board  service,  respectively. 

In  conclusion,  we  express  our  deep  apprecia¬ 
tion  and  gratitude  to  our  associates  whose  efforts 
produced  the  record  results  of  1977,  and  to  our 
suppliers  and  resources  in  the  United  States  and 
throughout  the  world  who  have  contributed  so 
importantly  to  our  merchandising  effectiveness. 


cfyujfd  8  &aJ*cocJL 

David  E.  Babcock,  Chairman  of  the  Board 


David  C.  Farrell,  President 
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The  Year  In  Review 


Operating  Results 

Sales  and  revenues  of  The  May  Department 
Stores  Company  for  the  1977  fiscal  year,  the  52 
weeks  ended  January  28, 1978,  were  $2,370,281,000, 
a  new  all-time  high  and  8.5%  over  the  previous 
record  of  $2,184,884,000  in  1976.  Comparable 
store  sales  (excluding  the  effect  of  new  stores) 
were  4.3%  higher  in  1977  than  1976.  Net  earn¬ 
ings  for  1977  were  $83,963,000,  an  increase  of 
$14,754,000  or  21.3%  over  1976  net  earnings 
of  $69,209,000. 

Sales  increases  for  1977,  both  in  total  and  on 
a  store-for-store  basis  (including  the  effect 
of  stores  open  in  both  years,  but  excluding  the 
effect  of  new  stores),  reflected  gains  for  all 
operating  divisions  as  shown  below.  The  objec¬ 
tive  of  increasing  sales  per  square  foot  in  our 
existing  stores  is  receiving  corporate-wide 
intensified  effort. 


1977  was  characterized  by  a  steadily  improving 
trend  in  both  sales  and  earnings  with  the  fourth 
quarter  showing  the  largest  percentage  gains 
over  the  prior  year  for  any  quarter  in  1977. 

Fourth  quarter  sales  were  up  9.4%  over  1976  and 
fourth  quarter  earnings  per  share  of  $2.16  were 
27.8%  over  the  $1.69  (pro  forma)  earned  in  the 
fourth  quarter  of  1976.  Our  department  store 
companies'  fourth  quarter  sales  were^particularly 


strong  as  consumers  showed  a  marked  preference 
for  higher  quality  merchandise. 

Fourth  Quarter  Statements  of  Net  Kurninijs 

(ThuusancR  uvcupl  per  shuiel  1077  197ti- 

Nut  Itetnil  Stilus 


Dupnitment  store  companies  $1717,051  $505,081 


had  been  in  offect  in  1970  There  is  no  effect  on  annual  earmiiKs 
(See  Note  11  to  the  financial  statements. I 

Operating  earnings  before  interest,  taxes  and 
central  expenses  for  the  corporation  were 
$211,574,000  for  1977,  an  increase  of  $31,955,000 
or  17.8%  over  1976.  Department  stores  operating 
earnings  increased  $25,484,000  or  16.2%;  Venture 
increased  $7,485,000  or  61.7%;  Consumers  Distrib¬ 
uting  decreased  $1,545,000,  and  May  Shopping 
Centers  increased  $531, OOO  or  6.1%.  In  our  retail 
operations,  gross  margins  for  the  year  generally 
improved  over  1976.  In  spite  of  severe  pressures 
on  expenses,  especially  in  the  areas  of  utilities, 
insurance,  payroll  taxes  and  supplies,  costs 
were  kept  proportionately  in  line  with  sales 
through  careful  control  and  innovative  cost 
reduction  programs. 
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Dividends 

The  Board  of  Directors  in  March,  1978  approved 
a  dividend  increase  from  $1.16  per  share  to  $1.28 
per  share,  effective  with  the  June  15  dividend 
payment.  This  follows  a  dividend  increase  in  1977 
and  a  stock  split  and  dividend  increase  in  1976. 
May  has  paid  consecutive  quarterly  dividends 
since  December  1,  1911,  and  in  1977  paid  its  265th 
consecutive  quarterly  dividend,  a  longer  record 
than  any  other  retailer  listed  on  the  New  York 
Stock  Exchange. 

Financial  Position 

Working  capital  of  $504,489,000  at  January  28, 
1978  was  up  $88,482,000  from  a  year  earlier. 

The  current  ratio  at  January  28,  1978  was  2.2 
compared  with  2.1  a  year  earlier. 

Accounts  and  notes  receivable  amounted  to 
$519,049,000  at  January  28,  1978,  up  $47,019,000 
from  $472,030,000  at  January  29,  1977.  The 
reserves  for  bad  debts  of  $12,431,000  and 
$12,915,000  amounted  to  2.4%  and  2.7%  of 
accounts  receivable  at  January  28,  1978  and 
January  29,  1977,  respectively.  Bad  debt  expense, 
including  actual  losses  and  adjustments  to 
reserves,  amounted  to  $5,793,000  in  1977  com¬ 
pared  with  $5,264,000  in  1976.  Credit  sales  as  a 
percent  of  total  department  store  sales  were 
56.1%  in  1977  compared  with  55.9%  in  1976. 

Inventories  at  year-end  amounted  to 
$298,353,000  compared  with  $271,584,000  at  the 
end  of  1976.  Current  year-end  inventories  were  in 


line  with  business  volume  and  in  good  condition 
with  respect  to  newness  of  merchandise,  breadth 
of  assortments  and  emphasis  on  faster  selling 
lines. 

Interest  costs  of  $34,485,000  for  1977  were 
$2,344,000  higher  than  in  1976.  The  increase  is  a 
result  of  additional  borrowing  for  expansion  and 
working  capital  needs  and  the  higher  rate  paid 
on  funds  borrowed  to  replace  maturing  debt. 
Consolidated  long-term  debt,  which  includes 
obligations  of  finance  and  real  estate  subsidi¬ 
aries,  amounted  to  $447,976,000  at  January  28, 
1978,  or  $35,816,000  higher  than  a  year  earlier. 
During  1977  the  Company  sold  $50,000,000  of 
25-year,  7.95%  sinking  fund  debentures  to  pro¬ 
vide  working  capital  and  funds  for  expansion.  At 
year-end  1977  the  Company  had  investments  in 
short-term  marketable  securities  of  $89,283,000. 

The  Company  has  included  in  its  financial 
statements  those  leases  which  meet  the  criteria 
for  capitalization  under  the  provisions  of  the 
Financial  Accounting  Standards  Board’s  State¬ 
ment  Number  13.  Accordingly,  the  1976  financial 
statements  have  been  restated  to  reflect  the  net 
investment  in  property  under  capital  leases  of 
$32,983,000,  increased  long-term  lease  obliga¬ 
tions  of  $39,288,000  and  reduced  net  earnings 
by  $223,000  or  one  cent  per  share.  With  these 
changes,  the  Company  is  in  full  compliance  with 
the  requirements  of  the  FASB  relative  to  the 
reporting  of  capitalized  leases. 
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1977-1978  Expansion 

Capital  expenditures  for  expansion,  replacements 
and  improvements  amounted  to  $97,051,000 
in  1977  compared  with  $91,964,000  in  1976. 

At  the  end  of  1977,  May  operated  a  total  of 
215  stores  with  31;649,000  square  feet  of  store  area. 
The  following  new  stores,  store  expansions  and  a 
shopping  center  were  completed  in  1977 : 


Company _ . _ _  Locution _ _ Areq-Sq  Ft. 

May  Co.,  California  Brea  Mall  l-l.'l.OOO 

Famous-Harr  Co..  White  Oaks  Mall.  1. '19. 000 

St.  Louis  Springfield.  Ill. 

Kaufmann's,  Pittsburgh  Mt  Lebanon  17,000* 

The  May  Co.,  Cleveland  Euclid  Square  Mall  177.000 

Great  Northern  91,000* 

Meier  &  Frank,  Oregon  Vancouver  Mall,  190,000 

Vancouver,  Wash. 

G  Fo\  &  Co.,  Hartford  Midland  Mall,  R.l. _ _ 90,000 

Total  department  stores _ _  _  _ ■ _  713,000 

Venture  Stores  Chicago  Area: 

Orlunil  Park  110,000 

Countryside  110,000 

_ _  :  Norrulgc  ,  :  110,000 


Total  Venture  _ _ _ _ _ _ _ _ . _ 3 .18,000 

.Consumers  Distributing  New  York  and  San 


‘•Leasable  retail  square  feet 


In  1978  we  plan  to  open  six  new  department 
stores,  three  new  Venture  discount  stores  and 
four  new  Consumers  Distributing  stores.  In 


addition,  Venture  will  open  eleven  stores  in 
leased  properties  formerly  occupied  by  another 
retail  chain.  The  retail  square  footage  to  be 
opened  in  1978  will  aggregate  2,406,000  square 
feet.  Capital  expenditures  for  1978  are  expected 
to  be  approximately  $140,000,000.  The  1978  new 
store  and  expansion  schedule  is  as  follows: 

May  Co  ,  California  Thousand  Oaks  130,000 

The  Uecht  Co  ,  -  Gaithersburg,  Md.  130,000 

Washington -Baltimore 

Famous-Barr  Co  ,  Alton,  Ill.  180.000 

St.  Louis  :  St.  Clair  Squnie,  Ill  157,000* 

G.  Fox  &  Co.,  Hartford  Trumbull,  Conn  1(58,000 

The  M.  O'Neil  Co.,  Akron  Rolling  Acres  10:1.000 

May-Cohcns,  Florida  'Gateway  Mall  93,000 

Total  department  stores _ _ : _ _  8-13.000 

Venture  Stores  St  Louis  Area: 

■Wood crest  Mall  111,000 

Chicago  Area: 

Addison.  Ill  :  11(5,000 

•15th  and- Pulaski,  lln.ooo 

Chicago 

.Fourier  Turn'Style 


buildings:  ; 

Chicago— 10  stoics  1.0158,000 

Decatur,  111.  101,000 


Consumers  Distributing  New  York  mid  Sun 


M  .stoics)  13.000 


•Expansion 

•'Leasable  ret ail  sqimre  feet 
"'Expansion  of  leasable  retail  square  feet 
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Five-Year  Growth  Plan 

To  realize  the  Company’s  growth  objectives,  we 
have  planned  a  significant  expansion  of  retail 
facilities  in  the  1978-1982  period.  Our  capital 
investment  for  the  five-year  period  to  improve  and 
expand  our  existing  retail  businesses  is  projected 
at  8640,000,000  for  opening  new  stores  and 
expanding  and  remodeling  existing  stores. 

Our  department  store  companies  are  scheduled 
to  open  29  new  stores  in  the  1978-1982  period. 
While  many  will  be  in  existing  markets,  we  have 
been  pleased  with  the  results  of  those  stores 
that  have  been  opened  outside  our  present  trade 
areas.  In  1977,  Famous-Barr  Co.,  St.  Louis  and 
G.  Fox  &  Co.,  Hartford  opened  new  stores  in 
Springfield,  Illinois,  and  Warwick,  Rhode  Island, 
respectively.  Both  have  been  highly  successful. 
They  are  producing  high  sales  per  square  foot 
and  gross  margins  among  the  highest  in  their 
store  companies. 

The  additional  Venture  stores  acquired,  to  be 
opened  in  1978  in  the  Chicago  area,  represent  an 
acceleration  of  our  previous  plans  for  the  expan¬ 
sion  of  Venture. 

The  internal  expansion  planned  for  the  next 
five  years  will  give  May  over  7,500,000  square 
feet  of  additional  store  area,  bringing  the  total 
to  about  39,000,000  square  feet  in  1982,  an 
increase  of  25%  over  present  store  area. 

In  addition,  May  Shopping  Centers  now  has 
under  construction  and  in  the  final  planning 
stages  seven  additional  centers  and  major  expan¬ 
sions  of  three  existing  centers. 


Appointments  of  Company  Principals 

The  following  promotions  have  taken  place  since 

the  last  Annual  Report: 

The  Hech  t  Co.,  Washington-Baltimore 
Irwin  Zazulia,  vice  chairman 
Famous-Barr  Co.,  St.  Louis 
Richard  L.  Battram,  chairman  and  chief 
executive  officer 
Donald  Abrams,  president 
Kaufmann’s,  Pittsburgh 
C.  Hal  Silver,  chairman  and  chief 
executive  officer 
Daniel  H.  Levy,  president 
Frederic  J.  Dilorio,  vice  chairman 
Strauss,  Youngstown 
Fred  L.  Gronvall,  chairman  and  chief 
executive  officer 
James  C.  Miller,  president 
Venture  Stores 
Matt  Kallman,  vice  chairman 
Our  People 

The  successful  growth  of  any  company  depends 
on  the  quality  and  motivation  of  its  employees. 
We  have  intensified  efforts  to  develop  the  human 
and  technical  skills  of  our  people  through 
positive  development  programs.  Our  objective 
is  an  environment  that  will  provide  May  people 
at  all  levels  with  motivation  based  on  encouraging 
individual  effort,  stimulating  the  free  and  open 
exchange  of  ideas,  rewarding  initiative  and 
focusing  on  bottom  line  results. 
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Our  employment  opportunities  for  women 
and  minorities  continue  at  a  high  level.  Following 
are  the  statistics  reported  annually  to  the  Equal 
Employment  Opportunity  Commission. 


Ter  Cent  of  Total  Employees  in  Each  Category 

Women'  Minorities* 


Job  Category 
Officials  &  Managers 
Professionals 
Ibchmcinns 
Sales  Workers 
Office  &  Clerical 
Craftsmen  (skilled) 
Operatives  (seini-skilledi 
Laborers  (unskilled) 
Service  Workers 


'Women  members  of  mint 


fi.li 

28.1 

13.1 
32  1 


The  May  company’s  retirement  program, 
consisting  of  fixed-benefit  career  service  pension 
plans  (retirement  plans)  and  a  contributory 
variable  benefit  Profit  Sharing  and  Savings  Plan, 
combines  the  security  of  a  fixed  pension  benefit 
with  the  opportunity  for  employee  participation 
in  the  earnings  of  the  corporation  and  the 
growth  of  investment  in  the  stock  of  the  corpora¬ 
tion  and  in  other  securities.  The  present  level  of 
stockholder  approved  corporate  contributions  to 
these  plans  is  6*/2  %  of  pre-tax  earnings. 

Almost  all  of  the  retirement  plan  funds  are 
invested  with  a  major  insurance  company  for  a 
term  of  20  years  with  pro-rata  repayment  of 
principal  at  guaranteed  interest  rates  at 
approximately  9%.  At  the  end  of  calendar  1977, 
the  market  value  of  retirement  plan  funds  was 
in  excess  of  $102,000,000.  The  plans  are  fully 


funded  to  cover  the  actuarially  computed  liability 
for  all  accrued  benefits. 

The  1977  company  contribution  to  the  Profit 
Sharing  and  Savings  Plan  amounted  to 
$4,982,000  or  86.6%  of  employees’  basic  contribu¬ 
tions.  The  17,810  members  of  the  Profit  Sharing 
and  Savings  Plan  have  an  interest  in  fund 
securities  with  a  market  value  at  the  end  of  1977 
of  $47,000,000,  including  1,625,287  shares  of  the 
Company’s  common  stock,  making  the  Profit 
Sharing  and  Savings  Plan  the  Company’s 
largest  single  stockholder.  Employee  members 
exercise  all  voting  rights  of  stockholders  through 
confidential  ballot  instructions  to  the  trustee. 

Helping  Downtown  Communities 

May  has  traditionally  been  an  active  participant 
in  the  community  life  of  areas  where  it  operates 
stores.  The  Company  has  placed  considerable 
emphasis  on  projects  which  can  assist  downtown 
districts  in  those  cities  in  which  we  operate. 
Downtown  stores  presently  account  for  about 
16%  of  the  Company’s  total  department  store 
volume  and  the  economic  outlook  for  downtowns 
is  more  encouraging  than  in  many  years.  Our 
most  recent  programs  have  benefited  our 
downtown  stores  in  Portland,  Hartford, 

Cleveland  and  St.  Louis. 

The  Meier  &  Frank  downtown  store  in 
Portland,  Oregon,  has  recently  completed  a 
remodeling  program  which  has  been  accom¬ 
plished  over  a  three-year  period.  This  has  been 
complemented  by  our  additional  investment  in 
the  downtown  area  through  contributions  to  help 
create  a  new  and  unique  downtown  plaza  and 
improved  parking  facilities  for  the  downtown 
business  district. 
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G.  Fox  &  Co.  in  Hartford  donated  certain  of 
its  downtown  properties  (including  an  historic 
building  over  100  years  old)  adjacent  to  their 
downtown  store  to  the  city,  which  has  plans  to 
redevelop  the  property  into  an  exciting  mixed 
use  containing  apartments  and  retail  space.  Also 
under  consideration  is  a  possible  development  of 
pedestrian  bridges  linking  the  G.  Fox  &  Co. 
store  and  the  redevelopment  property  with  other 
downtown  business  buildings. 

The  May  Co.,  Cleveland,  has  completed  a 
significant  portion  of  a  remodeling  program  in 
their  downtown  store  which  has  included  three 
new  and  unique  restaurants  and  the  updating  of 
numerous  merchandise  areas. 

Famous-Barr  Co.  in  St.  Louis  has  also 
completed  extensive  remodeling  and  renovation 
of  their  downtown  store  covering  five  of  the  eleven 
floors  of  selling  area.  May  Shopping  Centers  is 
also  working  with  the  City  of  St.  Louis  and 
serving  as  a  catalyst  in  an  attempt  to  assemble 
a  major  redevelopment  project  in  the  downtown 
area  adjacent  to  the  downtown  Famous-Barr 
store.  The  proposed  development  would  en¬ 
compass  two  city  blocks,  containing  a  luxury 
hotel  and  an  enclosed  shopping  mall  using  the 
Famous-Barr  store  as  an  anchor. 


Ibtul 


$1.102'J 
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Consolidated  Statements  of 
Net  Earnings 

The  May  Department  Stores  Company  and  Subsidiaries 


(Thousands  of  Dollars,  except  per  shatu)  52  Weeks  Ended:  January  28,  15)78  January  29,  15)77 


Net  Retail  Sales 

82,355,409 

$2,170,946 

Rental  Revenues 

14,872 

13,938 

2,370,281 

2,184,884 

Cost  and  Expenses 

Cost  of  sales  and  other  related  expenses 

1,943,463 

1,804,457 

Advertising  and  sales  promotion 

70.781: 

69,263 

Maintenance  and  repairs 

19,740 

17,443 

Depreciation  and  amortization 

54,316 

47,370 

Taxes  other  than  income  taxes 

58,020 

53,830 

Operating  lease  rentals  of  real  property 

Interest  and  debt  expense,  less  interest  income  of 

14,822 

13,701 

84, 699  and  S3, 271 

Retirement  and  profit  sharing  and  savings  plans 

34,485 

32,141 

contributions 

10,300 

8,647 

2,205.927 

:  2,046,882. 

Earnings  before  Income  Taxes 

104,354 

138,002 

Provision  for  Income  Taxes 

80,391 

68.793 

Net  Earnings 

8  83,963 

8  69,209 

Net  Earnings  per  Common  Share 

8  3.71 

8  3.05 

10 
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Consolidated  Balance  Sheets 

The  May  Department  Stores  Company  and  Subsidiaries 

Assets  (Thousands  of  Dollars) 

•January  28,  1978 

January  29,  1977 

Current  Assets 

Cash 

Marketable  securities,  at  cost  which  approximates  market 
Accounts  and  notes  receivable,  less  allowances  for 
doubtful  accounts  of  $12,431  and  $12,915 

Merchandise  inventories 

Supplies  and  prepaid  expenses 

S  16,285 
89,283 

519,049 

298,353 

13,096 

$  15,564 

26,108 

472,030 

271,584 

15,356 

Total  current  assets 

936,066 

800,642 

Investments  and  Other  Assets 

Advances  to  and  investments  at  equity  in  net  assets  of 
affiliated  real  estate  partnerships 

Notes  receivable  and  other  assets  ; 

10,128 

24,606 

23,640 

24,984 

34,734 

48,624 

Property,  Plant  and  Equipment,  at  cost 

Land 

Buildings  and  building  equipment 

Furniture,  fixtures  and  equipment 

77,813 

537,261 

322,619 

72,665 

552,737 

253,385 

Less  — accumulated  depreciation 

937,693 

(300,681) 

878,787 

(281,038) 

Net  investment  in  property  under  capital  leases 

637,012  - 
33,582 

597,749 

32,983 

Excess  of  Cost  of  Investment  in  Division  Over  Book 

Value  of  Assets  at  Date  of  Acquisition 

070,594 

9,139 

630,732 

9,139 

$1,650,533 

■$1,489,137 

Liabilities  and  Stockholders'  Investment 

•laminry  28,  1978 

January  29,  1977 

Current  Liabilities 

Accounts  payable 

Accrued  expenses 

Income  taxes— current 
—deferred 

Current  maturities  of  long-term  debt 

$  207,590 
100,031 
20,587 
83,458 
19,911 

$  181,510 
80,412 
37,121 
72,958 
12,634 

Total  current  liabilities 

431,577 

384,635 

Long-Term  Debt— less  current  maturities 

Capitalized  Lease  Obligations— less  current  maturities 

Deferred  Income  Tuxes 

Deferred  Investment  Tax  Credit 

Deferred  Compensation 

447,976 

42.311 

58,491 

19,028 

10,224 

412,160 
;  41,441 
43,442 
14,832 
13,816 

Stockholders’  Investment 

Preferred  stock 

Common  stock 

Additional  paid-in  capital 

Accumulated  earnings  retained  in  the  business 

9,685 

37,071 

25,925 

562,245 

9,685 

37,171 

27,659 

504,296 

634,926 

578,811 

$1,650,533 

$1,489,137 

The  accompanying  summary  of  significant  accounting  policies,  notos  to  a 
statement  of  business  segments  are  an  integral  part  of  these  balance  sheet 

insolidated  financial  .statements  arid 

consolidate 
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Consolidated  Statements  of  Changes 
in  Financial  Position 

The  May  Department  Stores  Company  and  Subsidiaries 

(Thousands  of  Dollars)  52  Weeks  Ended: 

January  28,  15)78 

January  25),  19  77 

Sources  of  Working  Capital 

Net  earnings 

S  83,963 

$  69,209 

Noncash  charges  (credits)  against  income— 

Depreciation  and  amortization 

54,316 

47,370 

Provision  for  noncurrent  deferred  income  taxes 

7,948 

4,181 

Provision  for  deferred  compensation 

2,399 

2,052 

Investmenttaxcreditdeferred.net 

3,066 

3,523 

income  of  affiliated  partnerships 

(2,026) 

(1,244) 

Working  capital  provided  from  operations 

149,666 

125,091 

Issuance  of  long-term  debt 

55,000 

60,000 

Common  stock  issued  from  treasury 

4,597 

5,751 

Distributions  from  (advances  to)  affiliated  partnerships 

15,538 

(8,897) 

Disposition  of  property,  plant  and  equipment 

2,873 

208 

Other 

9,484 

(1.141) 

237,158 

181,012 

Uses  of  Working  Capital 

Property,  plant  and  equipment  additions 

97,051 

91,964 

Dividends 

26,014 

25,132 

Current  maturities  of  long-term  debt 

19,180 

11,773 

Common  and  preferred  stock  purchased  for  treasury 

6,431 

8,300 

148,676 

137,169 

Increase  in  working  capital 

S  88,482 

$  43,843 

Increase  (Decrease)  in  Working  Capital 

Current  assets  — 

Cash 

S  721 

$  3,207 

Marketable  securities 

63,175 

(52,760) 

Accounts  and  notes  receivable 

47,019 

44,737 

Merchandise  inventories 

26,769 

10,337 

Supplies  and  prepaid  expenses 

(2,260) 

581 

135,424 

6,105 

Current  liabilities  — 

Accounts  payable  and  accrued  expenses 

(45,699) 

(9,435) 

Income  taxes 

6,034 

(2,291) 

Current  maturities  of  long-term  debt 

(7,277) 

49,464 

(46,942) 

37,738 

Increase  in  working  capital 

S  88,482 

$  43,843 

The  accompanying  summary  of  significant  accounting  policies,  notes  to  consolidated  financial  statements  and  consolidated 
statement  of  business  segments  ure  an  integral  part  of  these  statements. 
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Consolidated  Statements  of  Stockholders’ 
Investment 

The  May  Department  Stores  Company  and  Subsidiaries 


52  Weeks  Ended  Additional  Accumulated 


(Thousands  of  Dollars,  January 

29,  1977 

Preferred 

Common 

Paid-In 

Earnings  Retained 

except  per  share)  and  January  28,  1978 

Stock 

Stock 

Capital 

in 

the  Business 

Balance  at  January  31,  1976,  as  previously  reported 

$9,784 

$37,235* 

$30,045 

$463,762 

Cumulative  effect  of  recording  capital  leases  pursuant 

to  the  provisions  of  the  Financial  Accounting 

Standards  Board’s  Statement  No.  13 

— 

— 

— 

(3,543) 

Balance  at  January  31,  1976,  as  restated 

9,784 

37,235* 

30,045 

460,219 

Net  earnings 

— 

- 

— 

69,209 

Dividends  — Preferred  stock 

— 

'.  —  ; 

—  . 

(356) 

—Common  stock  (SI.  10%  per  share) 

:  — 

;  — 

— 

(24,776) 

Treasury  shares  applied  to— Profit  Sharing  and  Savings  Plan  — 

157 

2,687 

— 

—Stock  option  plans 

-T- 

208 

2,699 

— 

Shares  acquired  for  treasury 

(99) 

(429) 

(7,772) 

- 

Balance  at  January  29,  1977,  restated  for  cumulative  effect 

of  $3,766  of  recording  capital  leases  as  discussed  above 

$9,685 

$37,171* 

$27,659 

$504,296 

Net  earnings 

— 

— 

83,963 

Dividends— Preferred  stock 

— 

'  — 

—  ; 

(355) 

—Common  stock  ($1.15  per  share) 

■  — 

- 

— 

(25,659) 

IVeasury  shares  applied  to— Profit  Sharing  and  Savings  Plan  — 

185 

2,912 

— 

—  Stock  option  plans 

— 

131 

1,369 

— 

Shares  acquired  for  treasury 

(416) 

(6,015) 

- 

Balance  at  January  28,  1978 

$9,685 

$37,071* 

$25,925 

$562,245 

•Net  of  SI. 122.  SI, 180  and  S1.580  for  stock  in  treusi 

ury  ut  January  31, 

1970,  Janufirv  29, 

1977 

anil  January  28,  1978,  respectively 

;  Preferred  Stock 

52  Weeks  Ended 

January  29,  1977 

Common 

Preference 

$3.75 

$3.75 

33/4% 

Share  Information  and  January  28.  1978 

Stock 

Stock 

(1945) 

$3.40 

(1947) 

(1959) 

Par  value 

$1.66% 

No  Par 

No  Par 

No  Par 

No  Par 

$100.00 

Redemption  price 

—  ' 

$50.00 

$103.50  l 

$103.50  ! 

$100.00 

$103.00 

Annual  sinking  fund  requirements 

- 

- 

1 1,500 

1,106 

895, 

1  1,120 

Authorized  shares 

30,000,000 

73,273 

51,323 

9,878 

Bulancc  at  January  31,  1976 

22,341,018** 

73,273 

23,966 

9,263 

18,094 

9,878 

Treasury  shares  applied  to— 

Profit  Sharing  and  Savings  Plan 

94,284 

— 

— 1 

— 

— 

— 

Stock  option  plans 

124,829 

— 

—  : 

— 

— 

_ 

Shares  acquired  for  treasury 

(257,763) 

(1,675) 

(20) 

(50) 

(78) 

- 

Balance  at  January  29,  1977 

22,302,368** 

71,598 

23,946 

9,213 

18,016 

9,878 

Treasury  shares  applied  to— 

Profit  Sharing  and  Savings  Plan 

111,008 

— 

— 

— 

— 

— 

Stock  option  plans 

78,311 

— 

— 

— 

■.  — 

.  — 

Shares  acquired  for  treasury 

(249,400) 

-  '■ 

(2) 

- 

- 

- 

Balance  at  January  28,  1978 

22,242,287** 

71,598 

23,944 

9,213 

18,016 

9,878 

“Net  of  853,197,  888, 134  and  9-18,215  shares  held  in  treasury  at  January  31,  1976,  January  29,  1977 
and  January  28, 1978,  respectively. 

The  accompanying  summary  of  significant  accounting  policies,  notes  to  consolidated  financial  statements  and  consolidated  statement 
of  business  segments  are  un  integral  part  of  these  statements.  13 
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Consolidated  Statement  of 

Business  Segments 

Information  About  the  Company’s  Operations  in  Different  Business  Segments 
The  May  Department  Stores  Company  and  Subsidiaries 

Department. 

52  Weeks  Ended  Slore 

(Thousands  of  Dollars)  January  28,  1978  Total  Companies 

Venture 

Discount 

Stores 

Distributing. 

Catalog 
Showrooms  , 

Heal 

Estate 

Operations 

Net  Retail  Sales 

$2,355,409 

$1,914,057 

$344,118 

$97,234 

$  :  — 

Rental  Revenues 

14,872 

- 

- 

14,872 

Operating  Earnings 

211,574 

183,228 

19,619 

(549) 

9,276 

Net  Earnings 

83,963 

- 

:  -  : 

-  : 

— 

Assets  Identified  with  Segments 
at  January  28, 1978 

1,650,533 

1,262,702 

169,037 

34.271 

63,768 

Depreciation  and  Amortization 

54,316 

45,136 

5,956 

924 

2,161 

Capital  Expenditures 

97,051 

72,617 

18,339 

1,219 

4,436 

Notes: 

1.  The  Company  operates  department  stores  under 
various  trade  names  through  eleven  operating  divisions 
located  in  14  metropolitan  and  surrounding  areas  which 
generally  emphasize  medium  and  somewhat  higher  priced 
fashion  merchandise,  including  apparel  and  home 
furnishings. 

The  discount  stores  are  operated  in  three  metropolitan 
areas  selling  apparel  and  accessories,  health  and  beauty 
aids,  housewares,  tires  and  automotive  accessories  and 
goods  for  leisure-time  needs  in  the  medium  price  range. 
Many  of  the  Venture  stores  also  include  a  franchised 
supermarket. 

The  Company’s  catalog  showroom  business  sells  from 
catalogs  pre-packaged  and  brand  name  merchandise, 
including  jewelry,  which  is  delivered  to  customers  over 
the  counter  at  the  showroom. 

The  Company  also  operates  17  regional  shopping  centers 
in  nine  states  and  a  residential  apartment  complex  in 
the  Los  Angeles  area. 

2.  Total  operating  earnings  of  $21 1,574,000,  less  general 
corporate  expenses  of  $12,735,000  and  net  interest  and 
debt  expense  of  $34,485,000,  represent  earnings  before 
income  taxes  of  $164,354,000  as  reported  in  the  Consoli¬ 
dated  Statements  of  Net  Earnings.  General  corporate 
expense  consists  primarily  of  the  administrative  and 
general  expenses  of  the  accounting,  tax,  legal,  planning 
and  other  centralized  functions,  including  depreciation 

of  $139,000.  Corporate  assets  of  $120,755,000  not  identified 
with  the  business  segments  above,  consist  primarily  of 
cash  and  marketable  securities. 


14 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


3.  The  assets  identified  with  the  real  estate  segment 
include  advances  to  and  investments  in  affiliated 
partnerships  of  $10,128,000  and  operating  earnings 
include  $2,026,000  of  affiliated  partnership  earnings. 

4:  Shopping  center  property,  and  related  depreciation, 
owned  by  the  Real  Estate  segment  and  utilized  by  the 
Company's  department  stores  is  included  with  operations 
of  the  department  stores  based  on  either  specific  identifi¬ 
cation  of  assets  utilized  or  on  a  percentage  of  gross  area 
occupied  by  the  stores.  The  common  mall  areas,  heating, 
ventilating  and  air  conditioning  facilities  of  the  shopping 
centers  are  considered  Real  Estate  properties. 


Summary  of  Significant  Accounting 
Policies 

The  May  Department  Stores  Company  and  Subsidiaries 


Definition  of  Fiscal  Year 

The  Company's  fiscal  year  ends  on  the  Saturday  closest  to 
January  31.  Fiscal  1977  and  197(5  were  comprised  of  52 
weeks. 

Principle's  of  Consolidation 

The  consolidated  financial  statements  include  the  accounts 
of  the  Company  and  all  wholly-owned  subsidiaries.  All 
significant  intercompany  transactions  and  accounts  have 
been  eliminated  in  consolidation. 

Accounts  Receivable 

In  accordance 'with  trade  practice,  installments  maturing 
in  more  than  one  year  on  deferred  payment  accounts 
receivable  have  been  included  in  current  assets. 

Credit  finance  charge  revenue  arising  from  customer 
accounts  receivable  is  included  in  sales. 

Inventories 

Meichandise  inventories  are  primarily  determined  by  use 
of  the  retail  inventory  method  and  are  stated  on  the  LIFO 
(last-in,  first-out)  cost  basis,  which  is  lower  than  market. 

Depreciation  and  Amortization 

Plant  and  equipment  are  depreciated  on  a  straight-line 
basis  over  their  estimated  useful  lives.  Properties  included 
in  the  financial  statements  under  capital  leases  are 
amortized  over  the  related  lease  term. 

Investment  Tax  Credit 

The  investment  tax  credit  earned  for  federal  income  tax 
purposes  is  deferred  and  amortized  over  the  depreciable 
lives  of  the  related  property. 

Sales 

Sales  include  merchandise,  services,  finance  charge 
revenue,  and  licensed  departments,  net  of  returns,  and 
exclude  sales  taxes. 

Pre-opening  Expenses 

Expenditures  associated  with  the  opening  of  new  stores 
are  expensed  during  the  year  they  are  incurred. 

Retirement  Plans 

The  plans  cover  substantially  all  employees  who  work 
more  than  1,000  hours  per  year,  Actuarially  determined 
costs  for  such  plans  are  accrued  and  funded  on  an  annual 
basis.  The  combined  cost  of  the  retirement  and  profit 
sharing  and  savings  plans  represents  6'/2%  of  earnings 
before  federal  income  taxes  and  the  combined  cost  of 
these  plans. 


Net  Earnings  per  Common  Share 

Not  earnings  per  common  share  are  based  on  the  weighted 
average  number  of  common  shares  outstanding. 

Income  Taxes 

The  Company  provides  for  income  taxes  payable  currently 
and  in  the  future.  Deferred  taxes  arise  from  the  recogni¬ 
tion  in  different  periods  of  revenue  and  expense  for  tax 
and  financial  statement  purposes. 

Excess  of  Cost  of  Investment  in  Division  Over  Book 
Vnlue  of  Assets  at  Date  of  Acquisition 
The  excess  of  purchase  price  over  the  net  book  value  of 
an  acquisition  is  not  being  amortized  as  in  management's 
Opinion  there  has  been  no  diminution  in  value. 

Interest  Expense 

Interest  costs  are  expensed  as  incurred  and  are  not 
capitalized  as  cost  of  construction. 


Auditors’  Report 

To  the  Board  of  Directors  and  Stockholders  of  The  May 
Department  Stores  Company: 

We  have  examined  the  consolidated  balance  sheets 
of  The  May  Department  Stores  Company  (a  New  York 
corporation)  and  subsidiaries  as  of  January  29,  1977, 
and  January  28,  1978,  and  the  related  consolidated 
statements  of  net  earnings,  stockholders’  investment 
and  changes  in  financial  position  for  the  fiscal  years  then 
ended.  Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards*  and  accordingly 
included  such  tests  of  the  accounting  records  and  such 
other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to 
above  present  fairly  the  financial  position  of  The  May 
Department  Stores  Company  and  subsidiaries  as  of 
January  29,  1977,  and  January  28,  1978,  and  the  results 
of  their  operations  and  changes  in  their  financial  position 
for  the  fiscal  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a 
consistent  basis  after  giving  retroactive  effect  to  the 
change  (with  which  we  concur)  in  the  method  of  account¬ 
ing  for  leases  as  required  by  Statement  of  Financial 
Accounting  Standards  No,  13  and  explained  in  Note  7  to 
the  financial  statements. 

One  Memorial  Drive, 

St.  Louis,  Missouri  63102, 

March  22,  1978.  Arthur  Andersen  &  Co. 
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Notes  to  Consolidated  Financial 
Statements 

The  May  Department  Stores  Company  and  Subsidiaries 


1.  Inventories 

Inventories  at  January  28, 1978,  and  January  29, 1977,  are 
stated  at  $73,364,000  and  $70,060,000,  respectively,  less 
than  they  would  have  been  if  the  last-in,  first-out  principle 
had  not  been  applied. 


and  $5,551,000,  respectively.  The  plans  are  substantially 
funded  as  of  January  28, 1978. 

4.  Long-Term  Debt 

Long-term  debt,  net  of  current  maturities  follows: 


2.  Income  Ttaxes 

The  income  tax  provisions  were  comprised  of  the  following 
components: 


;>2  Weeks  Ended 

January  28,  1978 

Federal 

Stute  and 
Local 

Total 

Taxes  currently  payable 
Deferred  taxes 

352,913,000 

14,181,000 

S  8.186.000 
2,045,000 

S61.099.000 

10,226,000 

credit  deferred,  net 

3,066,000 

- 

3.066,000 

Total 

S70, 160,000 

S10.23LOOO 

S80.3  '.000 

52  Weeks  Ended 

January  29,  1977 

Federal 

State  and 
Local 

Total 

Taxes  currently  payable 
Deferred  tuxes 

credit  deferred,  net 

nnn 

8,833,000 

3,523,000 

848.000 

9.081,000 

3.523,000 

Total 

$59,888,000 

S  8,930.000 

S68.793.000 

The  components  of  deferred  income  taxes  were  as  follows: 

52  Weeks  Ended: 

Junuary  28. 
1978 

1977 

Excess  of  tax  over  book  depreciation 
Deferral  due  to  the  use  of  the 

installment  method  of  accounting 

Increase  in  deferred  compensation 

Other 

S  8,987.000 

8,278.000 

(811,000) 

(228,000) 

$5,100,000 

5,500,000 

1604,000) 

(255,000) 

Totul 

S16, 226.000 

S9.G81.000 

The  effective  income  tax  rates  were  48.9%  in  1977  and 
49.8%  in  1976.  The  difference  between  the  effective  tax 
rates  and  the  federal  statutory  rate  of  48%  is  due  to  state 
and  local  income  taxes  (3.2%  in  1977  and  3.4%  in  1976) 
and  other  items  including  the  amortization  of  the  invests 
ment  tax  credit. 

The  investment  tax  credit  earned  was  $6,100,000  in 
1977  and  $5,624,000  in  1976,  with  related  amortization  of 
$3,034,000  and  $2,101, Q00,  respectively. 

3.  Retirement  Plans 

The  cost  of  the  retirement  plans  for  the  fiscal  years  ended 
January  28,  1978,  and  January  29,  1977,  was  $5,405,000 
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31 1  •?,.  Sinking  fund  debentures, 
due  1978-1080 

r>h'::-71 1%  Unsecured  notes, 
due  1981-1991 

■J‘."/-978‘«  Mortgage  notes  and 
bonds,  due  1980-2011 
7.95''t-9':;>  Sinking  fund  debentures 
and  notes,  due  1989-2002 
Total 


January  28.  Junuury  29, 
1978  1977 

S  5.(153,009  S  12.105,000 

95,934,0(11)  99.24-1,000 


184,709, OflO  185,741,000 

161.680,000 _ 115,010.000 

li447, 976,000  S-112.160,000 


The  net  book  value  of  property,  plant  and  equipment 
pledged  under  long-term  debt  agreements  was  $148,587,000 
and  $162,596,000  at  January  28,  1978,  and  January  29, 

1977,  respectively. 

The  annual  maturities,  including  sinking  fund  require¬ 
ments  against  which  cancelled  debentures  and  mortgage 
bonds  aggregating  $1,097,000  may  be  applied,  are  as  fol¬ 
lows  for  the  fiscal  years  through  1982: 1979-$15,63l,000; 
1980-$20,685,000;  1981-$18,279,000;  and  1982-$18,787,000. 

Under  the  most  restrictive  covenants  of  the  various 
debt  agreements  with  all  of  which  the  Company  was  in 
compliance:  1 )  stockholders’  investment  must  exceed 
$261,259,000;  2)  accumulated  earnings  retained  in  the 
business  of  approximately  $280,522,000  at  January  28, 

1978,  are  subject  to  dividend  restrictions:  3)  additional 
long-term  borrowing  by  the  Company  and  its  subsidiaries 
(excluding  designated  finance  and  real  estate  subsidiaries) 
is  limited  to  approximately  $55,851,000  at  January  28, 

1978;  4)  working  capital  must  be  at  least  $120,000,000  for 
the  Company  and  its  subsidiaries  (excluding  designated 
finance  and  real  estate  subsidiaries);  and  5)  rentals  under 
long-term  leases  are  limited  to  2%  of  net  retail  sales. 

5.  Lines  of  Credit  and  Short-Term  Borrowings 
At  January  28,  1978,  the  Company  had  unused  lines  of 
credit  totaling  $98,000,000  which  are  principally  used 
to  support  commercial  paper  issued  by  the  Company  and 
are  subject  to  the  continuation  of  a  financial  condition 
that  is  satisfactory  to  the  various  banks  that  have  extended 
the  lines.  The  use  of  the  lines  is  also  subject  to  the  restric¬ 
tions  of  the  long-term  debt  as  disclosed  in  Note  4.  The 
compensating  or  average  balance  requirements  to  be  main¬ 
tained  by  the  Company  in  connection  with  these  lines  of 
credit  are  immaterial. 
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The  maximum  amount  of  short-term  borrowings  out¬ 
standing  was  $9, 034,000  and  $38,970,000,  during  the 
fiscal  years  ended  January  28,  1978,  and  January  29, 

1977,  respectively.  The  average  short-term  borrowings 
outstanding  during  these  years  were  $884,000  and 
$12,800,000  at  weighted  average  interest  rates  of  5.2% 
and  4.9%,  respectively. 

(i.  Capital  Stock 

The  cumulative  preferred  stock  is  carried  at  its  involuntary 
liquidation  value  of  8100  per  share  and  the  $1.80  Prefer¬ 
ence  Stock  is  carried  at  an  assigned  value  of  $50  per 
shaie.  The  Company  has  purchased  and  retired  preferred 
stock  sufficient  to  meet  annual  sinking  fund  requirements 
until  1988  or  later. 

Under  the  Company's  stock  option  plans,  options  are 
granted  at  the  market  price  on  the  date  of  grant.  The 
changes  in  shares  subject  to  outstanding  options  were 
as  follows: 


Januury  28,  January  21), 

52  Weeks  Ended.  1978  1977 

Common  Grunt  Common  Grunt 
Shares  Prices  Shares  Prices 

OiilMumling  at  boRinninR 

utve.it  '1,232,233  814-835  1.UU1.K71  $14-833 

Or  anted  309, 381  22-  29  122,0111  28,33 

Exercised  (78,311)  14-  28  (121, S29)  11-  32 

Cancelled  01  expired  (251,471)  15-  35  (201, (M3)  15-  32 

Outstanding  at  end  of 

vein  1,208.832  S14-S33  1,232,233  S14-S35 

Exercisable  at  end  of 

vein  433.460  S 14-833 430,007  S14-S35 

Available  tor  additional 

Klimts  1,108,779  1,120,148 


7.  Long-Term  Leases 

The  Company  leases  certain  of  its  retail  and  support 
facilities  under  lease  agreements  which  require  fixed  annual 
rentals  and,  in  certain  cases,  additional  rentals  based  on 
defined  sales  volumes.  The  leases  generally  provide  that 
the  Company  pay  real  estate  taxes  and  other  related 
expenses.  Renewal  options  exist  for  most  long-term  leases. 

As  required  by  the  Provisions  of  the  Financial  Account¬ 
ing  Standards  Board’s  Statement  No.  13,  the  Company 
has  included  in  its  financial  statements  those  leases  which 
meet  the  criteria  for  capitalization.  Accordingly,  the  dif¬ 
ference  between  minimum  lease  payments  previously 
expensed  and  the  amortization  and  interest  expense  cal¬ 


culated  for  such  capitalized  leases,  net  of  future  income 
tax  benefits,  for  periods  through  fiscal  year  1975  is  shown 
as  an  adjustment  of  accumulated  earnings  retained  in  the 
business  as  of  January  31,  1976.  The  1976  financial  state¬ 
ments  have  been  restated  to  reflect  the  net  investment  in 
property  under  capital  leases  of  $32,983,000,  increased 
long-term  lease  obligations  of  $39,288,000  and  reduced 
net  earnings  by  $223,000  or  one  cent  per  share. 

The  following  is  an  analysis  of  the  property  under 
capital  leases  included  in  property,  plant  and  equipment: 


Jnnunry  28, 

January  29, 

1978 

1977 

Hctnil  Facilities 

S5ti,7S  1.000 

85*1.415,000 

Less  —  a  ecu  mu  luted  amortization 

(23,152,0001 

(21.432.000) 

833,582.000 

532,983,000 

The  following  represents  the  future  minimum  lease  pay¬ 
ments  for  capital  leases,  together  with  the  present  value  of 
the  net  minimum  lease  payments  as  of  January  28,  1978: 

1978 

S  4.318.000 

1979 

4,318,000 

1980 

4.327,000 

4,333,000 

1982 

4,333,000 

and  thereafter 

03.518,000 

Total  minimum  lease  payments 

Less  —  Executory  costs  included  in  total 

85.147,000 

minimum  lease  payments 

(3.453,000) 

Net  minimum  lease  pnvments 

81,694,000 

Less— Inteiest  component 

(37,954,000) 

Present  value  of  net  minimum  lease 

payments  including  current  maturities 

§43,740,000 

Additional  lease  payments  based  on 

defined  sales  volume 

for  the  above  leases  were  $576,000  ir 

i  fiscal  year  1977  and 

$568,000  in  fiscal  year  1976. 

The  future  niinimum  rental  commitments  as  of  January- 
28,  1978  for  all  operating  leases  (net  of  immaterial  amounts 
of  sublease  rental  revenues)  that  have  initial  or  noncancel- 
able  lease  terms  in  excess  of  one  year  are  as  follows: 

1978  : 

$  11,113,000 

1979 

10,749,000 

1980 

1981 

10,701,000 

10,597,000 

1982 

10,294,000 

and  thereafter 

140,371,000 

8193,825,000 
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Rental  expense  for  the  Company’s  operating  leases  in¬ 
cludes  the  following  elements  (excluding  an  immaterial 
amount  of  sublease  rental  revenues  included  in  rental 
revenues): 


The  Company  operates  eleven  wholly-owned  shopping 
centers  in  which  stores,  office  buildings  and  other  prop¬ 
erties  are  leased  entirely  or  in  part  to  others.  The  net 


book  value  of  shopping  center  properties  leased  to  others 
under  operating  leases  was  $41,995,000  as  of  January 
28,  1978. 

8.  Cost  and  Expenses 

Cost  and  expenses  shown  in  the  consolidated  statements 
of  net  earnings  include  cost  of  merchandise  sold  and 
expenses  as  follows: 


9.  Litigation 

There  are  lawsuits  pending  against  the  Company  and 
other  retailers,  some  of  which  purport  to  be  brought  as 
class  actions,  which  attack  under  federal  and  state  laws 
the  legality  of  certain  credit  and  billing  practices.  One 
such  lawsuit  was  decided  against  the  Company  by  a  lower 
court  in  Illinois  on  March  2,  1977,  and  is  in  the  process  of 
appeal.  The  ultimate  consequences  of  these  actions  to  the 
Company  are  not  presently  determinable;  however,  the 
management  of  the  Company  does  not  anticipate  that  the 
ultimate  disposition  of  these  lawsuits  will  have  a  material 
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adverse  effect  on  the  business  or  the  financial  position  of 
the  Company. 

10.  Finance  Charge  Revenues 

Prior  to  fiscal  year  1977,  finance  charge  revenues  were 
recorded  as  a  reduction  of  cost  and  expenses.  Beginning  in 
1977,  the  Company  has  retroactively  included  finance 
charge  revenues  with  net  retail  sales  which  increased  net 
retail  sales  and  cost  of  sales  for  fiscal  year  1976  as 
reported  herein  by  $51 ,853,000,  and  for  fiscal  year  1977 
by  $55,818,000.  The  restatement  has  no  effect  on  the  net 
earnings  of  the  Company. 

1.1.  Quarterly  Results  of  Operations  (Unaudited) 

The  summarized  quarterly  results  of  operations  for  fiscal 
years  1977  and  1976  are  as  follows  (in  thousands,  except 
per  share): 

Net  Cost  t>(  Not  Katmtne, 

1977  Retail  Metchmulise  Net  Per  Common 

quarter  Stiles  Solti  Karnmns  Sh.nc 

First  8474.696  S357.357  s  7, KM  s  .III! 

Second  510.316  387,234  11.937  .52 

Tlmd  561.77-1  115,257  ;  15.8(15  .70 

Fourth  ;  802.623  55.1.2118  -18.757  2.111 


Beginning  in  fiscal  year  1977,  certain  interim  accounting 
policies,  relating  principally  to  investment  tax  credit  and 
vacation  pay,  were  changed  with  the  approval  of  the  Com¬ 
pany's  auditors,  Arthur  Andersen  &  Go.  These  changes 
deal  with  the  allocation  of  these  items  between  quarters 
and  have  no  effect  on  the  annual  net  earnings  of  the  Com¬ 
pany,  Following  is  a  statement  of  1976  quarterly  earnings 
as  restated  for  capitalized  leases  (See  Note  7),  compared 
with  the  pro  forma  1976  results  had  the  1977  accounting 
policies  been  in  effect  last,  year  (thousands,  except  per 
share): 

Net  Eurninf’s  per 

Not  Earning  Common  Sham 

As  Pi  o  forma  As  Pro  forma 

_____ _  Restated'.  Results  Restated  Results 

First:  S  8,3-19  :  S  8,390  :  S  .37  S  37 

Seeond  9,270  9,928  M0  .-13 
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12.  Replacement  Cost  Data  (Unaudited) 

The  financial  statements  of  the  Company  are  prepared  in 
accordance  with  “generally  accepted  accounting  principles", 
which  require  the  use  of  historical  cost  data.  Under  this 
principle,  assets  are  generally  reported  at  the  amounts 
originally  paid  despite  subsequent  changes  in  ( 1 )  the  pur¬ 
chasing  power  of  the  dollar,  (2)  the  amount  for  which  the 
assets  could  be  sold  — their  market  value  — or  (3)  the  cur¬ 
rent  cost  of  replacing  the  asset.  Liabilities  are  stated  at 
the  amount  originally  incurred  even  though  the  current 
cost  of  discharging  the  liability  might  differ  therefrom. 

In  an  attempt  to  begin  providing  readers  of  financial 
statements  with  the  information  ns  to  the  “current 
economics"  of  businesses,  the  Securities  and  Exchange 
Commission  established  rules  that  require  certain  larger 
companies  to  estimate  and  report  selected  replacement 
cost  data.  These  rules  require  disclosure  of  the  estimated 
replacement  cost  of  inventories  and  plant  and  equipment, 
cost  of  sales  and  depreciation  expense.  These  disclosures 
do  not  reflect  the  effect  of  inflation  on  other  assets  and 
liabilities  of  the  Company  which  would  be  necessary  to 
compute  the  full  effect  of  inflation  on  the  earnings  of  the 
Company. 

Following  are  estimates  of  replacement  cost  for  plant 
and  equipment,  excluding  land  and  construction  in 


progress  as  of : 


Depreciation  anil : amortization ■ _ S  ■lU.-tan.OOQ  S  71), 700, OOP 


The  total  historical  cost  figures  above  include 
$94,68(5, 000  and  $92,155,000  of  noncapitalized  operating 
lease  values  and  an  estimated  $128,894,000  and 
$1 12,788,000  of  fully  depreciated  assets  still  in  use,  and 
depreciation  includes  $2,138,000  and  $2,059,000  of  amorti¬ 
zation  of  the  noncapitalized  operating  lease  values.  Each 
of  the  above  is  not  included  in  the  accompanying  financial 
statements. 


The  above  replacement  cost  calculation  was  arrived  at 
by  reducing  by  approximately  16%,  in  both  years,  the  total 
square  footage  of  the  existing  space,  principally  in 
certain  of  the  older  stores  to  reflect  the  sales  and  produc¬ 
tivity  gains  generally  achieved  in  the  Company's  newer 
stores. 

Historical  cost  of  sales  for  1977  and  1976  were  com¬ 
puted  using  the  LIFO  inventory  method  which  approxi¬ 
mates  replacement  cost  for  cost  of  sales. 

The  replacement  cost  values  do  not  necessarily  represent 
( 1 )  the  amounts  for  which  the  assets  might  be  sold,  (2) 
future  replacement  cost  which  may  be  incurred  in  the 
ordinary  course  of  business  and  which  will  be  subject  to 
operating  requirements  and  price  levels  at  the  time  of 
replacement,  or  (3)  additional  book  value  for  shareholders. 
In  addition,  if  and  when  present  facilities  are  replaced,  the 
additional  depreciation  expense  resulting  from  replace¬ 
ment  might  be  materially  reduced  by  reduction  in  repair, 
maintenance,  utility  and  other  operating  expenses  due  to 
such  replacement. 

The  above  data  have  been  calculated  under  guidelines 
established  by  the  Securities  and  Exchange  Commission 
and  a  designated  committee  of  the  National  Retail 
Merchants  Association  (NRMA).  While  the  Company 
believes  the  principles  employed  are  generally  consistent 
with  those  used  by  the  other  major  retailers  who  com¬ 
prise  the  NRMA  committee  there  may  be  sufficient  varia¬ 
tion  in  the  methodology  used  by  each  company  so  as  to 
impair  the  comparability  of  the  figures. 

For  further  details  of  the  Company’s  determination  of 
replacement  cost  values,  including  certain  inventory  data, 
calculation  techniques  and  a  reconciliation  of  balance 
sheet  data  to  historical  costs  included  in  the  table  above, 
see  the  Company’s  annual  report  on  Form  10 K  filed  with 
the  Securities  and  Exchange  Commission. 
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Summary  of  Earnings 

The  May  Department  Stores  Company  and  Subsidiaries 

(Thousands  of  Dollars,  January  28. 

except  por  share)  Fiscal  Years  Ended:  1978 

January  29. 
1977“ 

January  31. 

February  1, 

February  2, 
i97*r*, 

Net  Retail  Sales* 

S2, 355, 409 

$2,170,946 

$2,002,487 

$1,740,407 

$1,561,890 

Cost  of  Merchandise  Sold 
(Including  merchandise 
alteration,  occupancy  and 
buying  costs) 

1,714,146 

1,589,573 

1,450,967 

1,267,216 

1,121,994 

Interest  and  Debt  Expense,  Net 

34,485 

32,141 

29,992 

26,277 

20,956 

Provision  for  Income  Taxes 

80,391 

68,793 

67,821 

46,740 

49.872 

Net  Earnings 

83,963 

69,209 

66,523 

46,617 

48,046 

Net  Earnings  Applicable  to 

Common  Stock 

83,608 

68,853 

66,068 

46,120 

47,549 

Dividends  on  Common  Stock 

25,659 

24,776 

23,838 

23,883 

24,064 

Per  Common  Share— 

Net  earnings 

S3. 71 

S3. 05 

$2.93 

S2.05 

$2.10 

Dividends 

SI. 15 

$l,102-'3 

$1.06,2<i 

$1.062'3 

$1.06"<i 

Average  Number  of  Common 

Shares  Outstanding  for 

Computing  Net  Earnings 
per  Common  Share 
(In  thousands) 

22,534 

22,589 

22,536 

22,524 

22,638 

The  above  Summary  of  Earnings  of  Tile  May  Depurt 
ended  January  28,  1978,  should  be  rend  in  conjunctio 

ment  Stores  Cc 
n  with  the  corn 

nnpany  and  Subsidiaries  for  the  five  fiscal  years 

io  lid  a  ted  financial  statements  and  related  notes  and  is  furnished 

in  compliance  with  Securities  and  Exchange  Commission  reqairemei 
•Net  retail  sales  have  been  restated  to  include  finance  charge  revenu 
**The  Summary  of  Earnings  for  years  prior  to  fiscal  vear  1977:  has  t 

nts  of  the  Form  10  K 

lUbISoo  Note  10). 

>een  restated  to  roflec 

annual  report. 

t  on  a  ret  rood  i\ 

■e  basis  the  adoptior 

i  of  the  provisions 

of  a  recently  issued  accounting  standard  relating  toe 

capital  leases  (See  Note  7). 

Management's  Discussion  and  Analysis  of 
the  Summary  of  Earnings 

Sales  for  1977  increased  8.5%  over  1976,  while  1976  sales 
were  8.4%  higher  than  1975.  On  a  store-for-store  basis 
(including  stores  open  in  both  years  and  excluding  the 
effect  of  new  stores),  net  retail  sales  increased  4.3%  in 
1977,  while  197G  was  4.4%  higher  than  1975.  All  sales 
information  for  years  prior  to  1977  has  been  restated  to 
include  finance  charge  revenues  (discussed  in  Note  10  to  the 
financial  statements)  which  had  no  effect  on  the  net  earn¬ 
ings  of  the  Company.  The  1977  sales  were  characterized  by 
a  steadily  improving  sales  trend  culminating  in  a  fourth 
quarter  increase  of  9.4%.  The  fourth  quarter  increase  was 
particularly  strong  in  our  department  store  companies  as 
consumers  showed  a  marked  preference  for  higher  quality 
merchandise. 

Pursuant  to  the  requirements  of  the  Financial  Account¬ 
ing  Standards  Board’s  Statement  No.  13,  Accounting  for 
Leases,  the  Company  has  reviewed  its  leases  and 
included  in  its  financial  statements  those  leases  which 
meet  the  criteria  for  capitalization,  Accordingly,  all  prior 
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period  financial  information  has  been  restated  to  reflect 
the  impact  of  capitalized  leases. 

Increases  in  costs  and  expenses  for  1977  and  1976  were 
substantially  the  result  of  normal  recurring  business 
transactions  and  were  consistent  with  sales  trends.  Cost  of 
merchandise  sold  increased  7.8%  in  1977  and  9.6%  in  1976 
over  prior  years.  The  1977  results  reflect  improvements  in 
gross  margin  and  non-merchandise  costs  were  kept 
proportionately  in  line  with  sales  through  cost  reduction 
program!-,.  In  1976,  operating  margins  were  reduced  by 
heavy  markdowns  taken  primarily  in  the  second  and  third 
quarters  and  increased  non-merchandise  costs,  principally 
in  the  areas  of  taxes,  insurance  and  utilities. 

Selling,  general  and  administrative,  and  other  expenses 
increased  7.6%  in  1977  and  6.2%  in  1976.  The  percent 
increase  in  1977  was  lower  than  the  percent  increase  in 
sales  due  principally  to  controls  over  expenditures  for 
advertising  and  sales  promotion.  The  1976  percent 
increase  reflects  a  lower  bad  debt  expense,  a  result  of 
better  collections  and  improved  agings,  which  improved 
earnings  9  cents  per  share. 

The  increases  in  interest  expense  of  $2,344,000  in  1977 
and  $2,149,000  in  1976  result  from  additional  borrowings 
for  refunding  and  expansion  needs. 
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May  Shopping  Centers 


May  Shopping  Centers  is  a  major  developer,  owner  and 
operator  of  regional  shopping  centers  and  at  year-end  was 
operating  seventeen  shopping  centers  in  nine  states. 

Eleven  of  the  centers  are  wholly-owned,  while  Centers 
holds  partnership  interests  ranging  from  5 %  to  50%  in 
the  remaining  centers.  A  new  wholly-owned  center  will  be 
completed  in  Alton,  Illinois  during  1978  with  approxi¬ 
mately  212,000  square  feet  of  mall  shop  leasable  area. 

Seven  additional  centers  (of  which  five  will  have  partner¬ 
ship  interests)  and  three  expansions  are  under  construction 
or  in  the  final  plunning  stages  and  are  scheduled  for 
completion  after  1978. 

Centers  is  also  managing  partner  of  a  176-acre  planned 
community  development  known  as  Parklabrea,  compris¬ 
ing  -1,258  residential  units  in  the  ‘Miracle  Mile'  area  of 
Los  Angeles.  The  partnership  also  owns  the  adjoining 
10-acre  parcel  occupied  by  May  Co.  California's 
Wilshire  department  store  and  auxiliary  parking  structure. 
Centers  currently  receives  27%  of  the  distribution  from 
this  partnership.  According  to  the  agreement  and  present 
cash  flow,  it  is  anticipated  that  Centers'  distributive  share 
will  exceed  45‘7c  within  three  years. 


Following  is  a  condensed  unaudited  statement  of 
financial  position  at  the  end  of  fiscal  year  1977: 


The  contribution  of  the  real  estate  program  is  evident 
from  a  review  of  its  earnings  and  cash  flow  performance. 
The  Company  and  its  partners  developed  these  properties 
at  a  total  expenditure  of  $220,631,000.  By  the  end  of 
fiscal  1977,  this  investment  was  substantially  recovered 
by  cash  flow  from  operations  and  outside  financing. 

The  long-term  debt  of  the  partnerships  and  Parklabrea 
includes  $12,458,000  payable  to  the  May  company.  The 
Company's  investment  and  risk  is  minimized  through  the 
predominant  use  of  non-recourse  financing  under  which 
the  lender  may  look  only  to  the  mortgaged  property  for 
security. 

Following  is  a  condensed  unaudited  Summary  of  Centers' 
operating  results  for  fiscal  1977: 

■  Shopping  Centers 


(Thousands  Wholly- 

of  Dollars)  Owned  Partnerships  Parklabrea  Total 

Rental  revenues.  $14,872  ■  814,450  815,267  814,589 


The  net  earnings  after  income  taxes  of  Centers  for  1977 
were  $3,199,000  or  $.14  per  share  compared  with  $2,935,000 
or  $.13  per  share  in  1976.  There  were  no  material  gains  or 
losses  from  sales  of  properties  in  either  year. 

Cash  flow  from  operations  (net  earnings  plus  deprecia¬ 
tion  and  debt  expense  amortization )  was  $11,404,000  in 
1977  and  $10,701,000  in  1976.  All  significant  transactions 
between  May  company  and  Centers  and  the  May  company's 
department  stores,  except  as  referred  to  above,  have  been 
eliminated  from  these  financial  summaries. 

In  addition  to  the  net  income  and  cash  flow  benefits 
received,  the  developments  provide  a  hedge  against 
inflation  and  market  appreciation  can  be  used  to  generate 
cash  through  refinancing  or  sales  of  properties. 

We  will  continue  to  operate  and  expand  our  real  estate 
program  which  should  continue  to  contribute  substantial 
cash  flow  and  net  earnings.  May  Shopping  Centers  will 
continue  to  be  an  integral  part  of  The  May  Department 
Stores  Company’s  future  growth  plans. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Ten  Year  Performance  Record 

The  May  Department  Stores  Company  and  Subsidiaries 

(Thousands  of  Dollars, 

Operations  except  per  share)  Fiscal  Years  Ended; 

Junuflry  28, 

1978 

January  29, 

1977 

January  31. 
1970 

Net  Retail  Sales* 

82,355,409 

$2,170,946 

$2,002,487 

Rental  Revenues 

14,872 

13,938 

13,105 

Earnings  before  Income  Taxes 

164,354 

138,002 

134,344 

Percent  of  Sales  and  Revenues 

6.9% 

6.3% 

6.7% 

Net  Earnings 

83,963 

69,209 

66,523 

Percent  of  Sales  and  Revenues 

3.5% 

3.2% 

3.3% 

Dividends  on  Common  Stock 

25,659 

24,776 

23,838 

Earnings  Retained  in  the  Business 

57,949 

44,077 

42,230 

Capital  Expenditures 

97,051 

91,964 

86,008 

Depreciation  and  amortization 

54,316 

47,370 

42,566 

Operating  lease  rentals  of  real  property 

14,822 

13,731 

12,012 

Interest  and  Debt  Expense,  Net 

34,485 

32,141 

29,992 

Per  Common  Share— 

Net  Earnings 

83.71 

83.05 

82.93 

Dividends 

1.15 

1.102/3 

1.062'i 

Common  Stockholders’ Equity  (Book  Value) 

28.10 

25.51 

23.60 

Return  on  Common  Stockholders’  Beginning  Equity 

14.5% 

12.9% 

13.5% 

Financial  Position 

Accounts  and  Notes  Receivable,  Not 

S  519,049 

S  472,030 

8  427,293 

Merchandise  Inventories 

298,353 

271,584 

261,247 

Working  Capital 

504,489 

416,007 

372,165 

Property,  Plant  and  Equipment,  Net 

670,594 

630,732 

586,346 

Long-Term  Debt-Real  Estate  and  Finance  Subsidiaries 

296,808 

301,356 

249,507 

—  Parent  Company 

151,168 

110,804 

114,-119 

Capitalized  Lease  Obligations 

42,311 

41,441 

42,774 

Common  Stockholders’ Equity  (Book  Value) 

625,095 

568,980 

527,300 

Store  Facilities 

Number  of  Stores— Department  and  Discount  Stores 

145 

137 

129 

—  Catalog  Showroom  Stores 

70 

68 

58 

Number  of  Square  Feet  of  Store  Space 

31,600,000 

30,600,000 

29,400,000 

The  Ton  Year  Performance  Record  for  years  prior  to  fiscal  year  1977  has  been  restated  to  reflect,  on  a  retroactive  basis, 
the  adoption  of  the  provisions  of  a  recently  issued  accounting  standard  relating  to  capital  leases  (See  Note  7). 

'Net  retail  sales  have  been  restated  to  include  finance  charge  revenues  (See  Note  10). 
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$1,740,407  $1,561,890  SI, 460, 406  $1,318,984  ;  $1,197,735  81,165,047  $1,114,422 

11,140  10,806  9,896  7,123  6,482  6,149  5,672 

93,357  97,918  97,438  86,957  63,898  61,533  71,680 

5.37,  ;  6.2%  6.6%  6.6%  5.3%  5.3%  6.4% 

46,617  48.046  47,716  41,830  31,722  28,791  33,880 

2.7 %  3.1%,  ;  3.2%  3.2%  2.6%  2.5%  3.0% 


23,883  24,064  \  24,148  24,104  '24,111  24,164  23,856 

22,237  23,485  23,071  17,229  7,113  4,129  8,980 

96,128  75,704  56,724  52,338  51,898  60,500  42,500 

35,804  31,705  29,738  ;  27,82"  26,820  24,999  22,853 

11,269  8,433  7,056  6,466  6,216  5,781  5,157 

20,277  20,956  17,771  16,505  16,416  13,907  9,821 


$2.05  $2.10  $2.08  $1.83  ;  S1.38  $1.25  $1.46 

1 .06-  t  1.06%  1.06-  :i  1.06%  1.06%  1.06%  1.06% 

21.74  20.71  19,65  18.67  17.96  17.64  17.47 

9.9%  10.7%  11.1%  :  10.2%  :  7.8%  ,  7.2%  8.8% 


$  407,261 
213,693 
354,912 
552,918 
237.598 
118,041 
35.824 
484,461 


118 

109 

102 

97 

89 

85  \ 

84 

57 

53 

.  — 

_ 

:  _ 

— 

— 

28,000,000 

26,800,000 

25  y 200,000 

24,500,000 

23,300,000 

22,600,000 

21,500.000 

S  377,497  $  324,709  $  293,566  S  279,810  $  280,227  $  260,472 

207,617  195,519  186,370  172,483  176,338  166,847 

330,537  326,047  280,566  290,545  255,005  240,879 

494,321  453,851  434,804  413,091  391,955  359,015 

193,999  199,897  153,780  151,934  99,447  57,538 

123,543  78,403  90,711  101,107  105,826  112,597 

33,693  34,759  32,806  33,764  31,695  32,534 

463,781  444,099  421,183  404,981  398,314  395,905 
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Officers  and  Directors 


Directors 

Principal  Occupation: 

David  E.  Babcock  Chairman  of  the  Board  of  the 
Corporation 

John  W.  Boyle  Executive  Vice  President  and 
Chief  Financial  Officer 
of  the  Corporation 

Frank  W.  Clark.  Jr.  Executive  Vice  President  and  General 
Counsel  of  the  Corporation 

Joan  Ganz  Cooney  President  of  Children's  Iblevision 
Workshop,  producers  of  “Sesame 
Street”  and  “The  Electric  Company” 
David  C.  Farrell'  President  of  the  Corporation 
Stanley  J.  Goodman  Management  Advisor 
John  W.  Hanley  Chairman,  President  and  Chief 
Executive  Officer,  Monsanto 
Company,  manufacturers  of 
chemicals,  plastics,  and  man-made 
fibers 

James  L.  Hayes  President  and  Chief  Executive 

Officer,  American  Management 
Associations 

Samuel  M.  Hecht  Investments 
Henry  A.  Lay  Executive  Vice  President  of  the 
Corporation 

Robert  H.  Levi  Vice  Chairman  of  the  Board, 
Mercantile-Safe  Deposit  and 
Trust  Company,  Baltimore, 
Maryland 

Morton  D.  May  Director  of  the  Corporation 
Wilbur  D.  May  Ranch  Operator 
Jack  L.  Meier  Director  of  the  Corporation 
Richard  R.  Shinn  President  and  Chief  Executive 

Officer,  Metropolitan  Life  Insurance 
Company 

James  C.  Walsh  Senior  Executive  Vice  President  of 
the  Corporation 

J.  S.  Webb  Executive  Vice  President  and 

Director,  TRW  Inc. 

Murray  L.  Director,  Center  for  the  Study  of 

Weidenbaum  American  Business,  Washington 

University 

Committees  of  the  Board 

Executive  Committee: 

David  E.  Babcock,  John  W.  Boyle  Henry  A.  Lay 
Chairman  Frank  W.  Clark,  Jr.  James  C.  Walsh 

David  C.  Farrell 
Executive  Compensation  and 
Management  Development  Committee: 

James  L.  Hayes,  Joan  Ganz  Cooney  Robert  H.  Levi 
Chairman  Morton  D.  May 
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Audit  Committee: 

Richard  R.  Shinn,  John  W.  Hanley 
Chairman 

Robert  H.  Levi 

Nominating  Committee: 

Morton  D,  May,  David  E.  Babcock 

James  L.  Hayes 

Chairman  John  W.  Hanley 

Richard  R.  Shinn 

Officers 

David  E.  Babcock  Chairman  of  the  Board  and 
Chief  Executive  Officer 

David  C.  Farrell  President  and  Chief  Operating 
Officer 

James  C.  Walsh  Senior  Executive  Vice  President 
John  W.  Boyle  Executive  Vice  President  and 
Chief  Financial  Officer 
Frank  W.  Clark,  Jr.  Executive  Vice  President 
Henry  A.  Lay  Executive  Vice  President 
Roy  R.  Paulson  Executive  Vice  President* 

Michael  J.  Babcock  Senior  Vice  President* 

Herbert  A.  Mack  Vice  President  and  Secretary* 

Wilbur  D.  May  Vice  President 

Frank  J.  Reilly  Vice  President  and  Treasurer* 

*  Principal  Occupation 
Appointed  Vice  Presidents: 

Frank  D.  Gunter  Harold  I.  Lunde  Frank  J. 

Albert  Halsband  Samuel  A.  Lynch  Williams,  Jr. 
Lonny  J.  Jay  John  G.  Rutenis  Jean  C.  Zehner 

Michael  Zoroya 

Annual  Meeting 

All  stockholders  are  cordially  invited  to  attend  the  1978 
Annual  Meeting  of  Common  Stockholders  of  the  May 
Department  Stores  Company,  which  will  be  held  in  the 
auditorium  on  the  ninth  floor  of  the  Famous-Barr  Co. 
store,  6th  and  Olive  Streets,  St.  Louis,  Missouri,  at  10  a.m. 
on  June  16,  1978.  The  management  will  send  a  proxy 
statement  to  stockholders,  requesting  the  proxies  of  those 
who  are  unable  to  attend  the  meeting  in  person. 

Stock  Information 
Transfer  Agent  and  Registrar: 

Irving  Trust  Company 

One  Wall  Street 

New  York,  New  York  10015 

Common  stock  listed  on  The  New  York  Stock  Exchange 
(symbol  M A);  The  Pacific  Stock  Exchange  (symbol  MAI 
Stock  table  listing— May  DS,  SEC  Reports:  Copies  of 
the  Company’s  annual  report  to  the  SEC  (Form  10K),  or 
quarterly  reports  to  the  SEC  (Form  10Q),  will  be  mailed 
to  stockholders  upon  request  to:  Director,  Corporate 
Information  Center,  The  May  Department  Stores 
Company,  611  Olive  Street,  St.  Louis,  Missouri  63101 
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